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Abstract 
A company not only faces traditional risk but also encounters emerging risk while pursuing their 
goal. These days encountering social risk are eminent for a company, which is one of the 
emerging risks. In this context, this project investigates how a Danish Giant, DONG Energy 
through implementation of CSR, manages social risk. Different theoretical and empirical data has 
been examined to draw the conclusion. 
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CHAPTER I: INTRODUCTION 
This chapter presents the introduction, problem area, problem formulation, significance of the 
study, and outline of this research study. The introduction starts with a brief overview of how 
risks emerge. It discusses what makes our problem as problems form the issues rising in DONG 
Energy. Further, it also outlines to whom this research study would be of interest and benefit to. 
 
1.1 Background:  
Globalization offers numerous opportunities to companies but also pose several challenges. 
These challenges are uncertainties and threats that arise from frequent changes in environment 
landscape including technology advancement, political instability, new market development, 
economy, decision making processes, communication, geography, environmental hazards and 
demanding stakeholder expectation. Such perplexing issues and threats across the global 
economy might be the source of risks, which can damage the reputation of companies (Diffey, 
2007). 
 
A risk is an event, which occurs when the vulnerable part of an organization is threatened leading 
to unwanted outcome (Kytle&Ruggie, 2005). Kytle&Ruggie argue that risks arise when 
vulnerabilities exists within an organization’s operating system in the absence of effective control 
and countermeasures. 
 
According to Kytle &Ruggie there are four types of major risks, which are: economic risks, 
technological risks, political risks and social risk. The first three risks are called traditional risks 
and the social risk is considered as the new and emerging risk, which is the subject of our study. 
Kytle&Ruggie stress social risk arises when an empowered stakeholders and civil society takes 
up a social issues area and applies pressure on corporation so that companies will change policies 
or approaches in the market place. Here, the stakeholder may be customers, suppliers, investors 
and employees.  
 
The emerging social risk has also called for new risk management strategies. CSR is one of the 
strategies for risk management as it provides crucial intelligence on emerging social issues. 
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Diffey (2007) states that CSR is about risk management, and vice versa; meaning that it is a two-
fold result.  
 
The project presents the study mainly in two dimensions: risk and CSR. The first dimension   
begins with the discussion of key factors that can create uncertainties (after called risks) in 
company.  Then among the various risks identified, the study is concentrated on social risk.  The 
second dimension discusses why companies engage in CSR and how do they apply it and finally 
examines how companies can manage social risk using the concept of CSR.   
 
In order to examine this, the study takes the case of DONG Energy. The main reasons to choose 
DONG Energy as a case study are:  
1. It is one the company that adopts CSR policy and also faces different kinds of risks along 
with social risk.  
2. It is a big organization in energy sector and has business partners in many different 
countries like Columbia, African countries and Russia. 
3. It has a wide range of supply chain through Europe to Africa working on different 
cultural, values and norms with different work force diversity. 
 
1.2 Problem Area:  
 
DONG Energy is a supplier of energy in Denmark. DONG Energy produces energy from coal, 
which is imported from different region like Columbia, African countries and Russia with 
different cultural and environmental background. Hence, it is operating within a complex 
stakeholder relation, which extends from Denmark to the other countries where the company is 
dependent for raw materials and work forces. The company sources its raw materials from 
countries that face the issues relating to child labour/forced labour, corruption, human rights, 
working hours, remuneration, health and safety freedom of association and collective bargaining. 
All these issues arise in DONG Energy’s value chain (supply chain) are related to social issues 
and they contribute for social risks for the company.  Besides these challenges in the supply 
chain, DONG Energy also faces major environmental challenges such as CO2 emissions from 
combustion of fossil fuels, which accounts for their largest environmental impact. Combustion of 
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fossil fuels and biomass produces other gases besides greenhouse gases, including nitrogen 
oxides (NO2) and Sulphur dioxide (SO2), which also have significant environmental impacts.  
NO2 releases to photochemical smog, which is harmful to human health, while SO2 reacts in the 
atmosphere to become sulphuric acid and contributes to acidification. The effects of NO2 and 
SO2 are primarily regional, while CO2 is a global issue (DONG Energy, responsibility report 
2012). The environmental impact in this case relates to the society. 
In practice, DONG Energy is operating in complex supply chain situation in different countries 
of different cultural horizon. Therefore, we are motivated to accelerate a research about how 
those social issues have been managed by DONG Energy. 
 
1.3 Problem formulation:  
 
How does DONG Energy manage social risk by the implementation of CSR policies?  
In order to answer the problem question, following sub-questions have been undertaken. 
 
1. What is the nature of the social risks facing DONG Energy? 
Here we discuss the areas from which social risks arises in DONG Energy. The main areas under 
taken are human rights; child labour/ forced labour, corruption, working hours, health and safety, 
remuneration, etc. 
 
2. Why does DONG Energy engage in CSR? 
Here we discuss the motives of DONG Energy engaging in CSR.  
 
3. How does DONG Energy apply CSR? 
Here we discuss the CSR activities that DONG Energy is involved on. 
 
1.4 Study outline: 
This study consists of six chapters and outline of those chapters can be observed in figure 1. It 
starts with the introduction, followed by review of literature, methodology, data collection, 
analysis and finally conclusion with implications.  
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Figure 1 : study outline (own source) 
Introduction:  This chapter presents the background of the risk and CSR. It begins with the 
overview of the problem and the main problem formulation followed by working questions.  
 
Review of literature: Literature Review incorporates review of theoretical and related literature 
regarding the study matter; publications of writer and researchers have been related on the study. 
This chapter presents previous research and theory concerning social risk and CSR. It starts with 
the theory regarding what is the nature of the risk company are facing on their operation and 
discuss the key dimension of social risks, continuing with why companies engage in CSR, how 
they apply CSR and finally it describes the relation between CSR and Social risks (how 
companies can manage social risk with the implementation of CSR).   
 
Methodology: This chapter present the methodology applied in the study. It begins with the 
theory of philosophy of science that best fits to the purpose of the study followed by research 
philosophy, research approach. Further, the research strategy used, nature and type of data, 
sources of data, data collection techniques, data analysis techniques, are discussed and finally it is 
ended with the discussion concerning validity and reliability.  
 
Contextualization: This chapter begins with the introduction of the DONG Energy, its vision, 
and the use of stakeholder engagement model in the DONG Energy.  
Introduction 
(Problem area) 
Review of 
Literature 
Methodology 
Contextualization 
(Case study-
DONG Energy) 
Analysis Conclusion 
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Analysis: In this chapter the collected data is described in comparison with the chosen theory of 
CSR and social risk based on literature review.  
 
Conclusion: This chapter answers the research questions and also presents the finding of the 
study.  
 
1.5 Significance of Study 
1. Findings of the study might be useful and important among students and others academician 
being inputs for doing similar nature of research in academic field in future 
2. It can also become good information for those companies who has been engaging in social 
risk and ways of finding a solution to overcome from those types of risk.  
3. This finding will broad enough to generate interest among a sufficiently large group of 
researchers because it analysis of load of facts about the various issues of social risks that 
comes from the stakeholder of any companies.  
4. This finding will show how CSR provides the framework and principles for stakeholder’s 
engagement, which can become an important knowledge for those companies who try to 
engage stakeholders in order to overcome the issues that they faced on their operation. 
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CHAPTER II: REVIEW OF LITERATURE AND CONCEPTUAL 
FRAMEWORK  
 
This chapter presents the issues and factors, ideas and opinions, and results of the research that 
others have undertaken in the study area of social risks and CSR.It starts with the theory 
regarding what is the nature of the risk company are facing on their operation and discuss the 
key dimension of social risks, continuing with why companies engage in CSR, how they apply 
CSR and finally it describes the relation between CSR and Social risks (how companies can 
manage social risk with the implementation of CSR).  And the conceptual framework that best 
describes the theory with the relevant issues identified from the literature reviews, which guide to 
do the project. 
 
2.1 Concept of Risks: 
Kytle&Ruggie (2005) argues and concludes that companies without proper risk management 
tools and strategies become vulnerable to threats, which lead to risks to the company. The whole 
idea of risk to an organization has been conceptualized as shown in figure 2.  
 
 
Figure 2:Risk Source: Kytle&Ruggie, (2005, p.5) 
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To mitigate any form of risk, Kytle&Ruggie argues that organizations need to find the relation 
between the threat and the unwanted outcome, point out the possible target areas in the 
organization which are vulnerable to the threats and take any action to eliminate or reduce the 
noted risks to avoid an undesirable outcome. This is the risk management stage, which takes a 
form of controls and countermeasures.  
 
As companies increase capacity in terms of production for profit maximization to increase share 
value for the investors, they have discovered that number of challenges have cropped in.  These 
challenges have posed uncertainty and risks to the smooth operations of the companies not only 
at the corporate level but also in their larger supply chain. 
 
According to Kytle&Ruggie, (2005) Corporations have all along been concentrating on the 
traditional risks facing companies such as Economic risks, technological risks and political risks.  
Kytle&Ruggie argues that companies have come to get used to these types of risks and have 
devised systems and ways of mitigating or managing these forms of risks. For example 
companies manage economic risks by increasing profits and maintaining company economic 
growth. Organizations manage the technological risks by minimizing threats to automated 
systems and investing in new technology. Corporations manage political risks by changing the 
public perception. 
 
On the other hand, as companies grow and are operating beyond their traditional boundaries, they 
are also at the same time facing completely new stakeholders with new version of risks emerging 
through various entry points. The problem of carbon emissions and climate change are some of 
the examples of evolving risks, which are facing companies. These forms of new challenges are 
part of the social risks facing companies and they call for completely new risk management tools 
and strategies to manage them effectively (see Kytle&Ruggie, 2005). 
 
2.2 What is Social Risk? 
A social risk is a challenge to the company brought about when an empowered stakeholder picks 
up an issue and exerts pressure on the company to shift its way of operating. The issues are 
related to the impact of company operation to human welfare (see Bekefi, Jenkins &Kytle, 2006, 
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Kytle&Ruggie, 2005). For a company to face social risk, it means that an empowered stakeholder 
attacks the vulnerability in the earnings points of the company and threatens the short and long 
term shareholder value. The main human welfare areas that may lead to social risk are working 
conditions, health, demand for clean environment and economic opportunities (Bekefi, Jenkins & 
Kytle, 2006).  
 
Social Risk equation: 
From the definition of social risk, Kytle & Ruggie have derived a social risk equation as follows:  
 
Social Risk = Threat  (Stakeholder + Issue) X Vulnerability 
 
The above-formulated equation implies that for a social risk to take place there must be a threat, 
in this case stakeholders plus an issue of concern, and vulnerability. The vulnerability can be the 
reputation or image of the company of which if attacked by the threat will negatively influence 
the profitability of the company. Issues and stakeholders are the social risk components, which 
are dealt in the next section. 
 
2.3 Social Risk Components: 
Bekefi, Jenkins &Kytle(2006), besides concluding that companies may contribute to social risks 
themselves either knowingly or unknowingly, they also list four components of social risks as 
follows: 
- An issue 
- Stakeholder/s 
- Perception 
- Means  
 
 
Issue 
A challenge to the company becomes an issue when the management of a company recognizes 
but fails to incorporate the challenge into the company operating strategy. This gives room for the 
stakeholders to create a perception and raise their concerns against the company. An issue of 
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concern to the society may be climate change from CO2 emission, health and safety, 
remuneration, corruption, forced labour/ child labour, working conditions, disease pandemic or 
huge urbanization.  
 
Stakeholders: 
Apart from the traditional stakeholders, which companies have come to get used to such as 
shareholders, customers, employees, suppliers and regulators, there is a new category of 
stakeholders, which has emerged. The new stakeholders according to Bekefi, Jenkins &Kytle, 
(2006) are the civil society, international agencies and even the individual ordinary citizens. This 
group of stakeholders have emerged as a result the dynamic nature of company’s operations, 
which has elicited some issues of concern to the society in general. A good example as given by 
Bekefiet el. (2006) is Nike. Nike used to engage only the traditional stakeholders, which it had 
financial relations with. However, the company realised that the view of the world was wide that 
they expected when a lot of issues arose in their supply chain operations. The company changed 
and now it engages a wide range of stakeholders ranging from the students, colleges, 
environmentalists, trade unions as well as human rights organisations.  
 
Perception  
Various tools can induce perceptions of stakeholders. The tools are communicated through the 
media news, Internet sources and word of mouth. Apart from these, Bekefi et el. (2006) also 
emphasizes that the company itself can give information which may create a perception and 
states that corporations are usually affected by the negative perception which normally arises in 
cases where companies lack proper information flow from the company about its operations 
leading to not fully understanding of the company’s operations and its nature of business. In this 
case the negative perception can be accurate or inaccurate.  
 
Means: 
This refers to how the stakeholders affect the company conduct. It does not necessarily take into 
consideration the financial strength or the size of the stakeholders. Small nonprofit organizations 
are able point an issue against a company and mobilize other allies to strategically form a big 
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movement against the company. The means have been made easier by the improvement in 
technology. 
 
We have noted challenges become issues once companies fail to address them timely and 
effectively. Companies are coming with strategies and ways to address the some of the issues 
facing their operations. Kotler and Lee (2005) argue that companies engaging in CSR could 
manage the various issues discussed above which is also supported by Kramer and Porter (2006) 
and (2010). For example, just as customers may be more likely to consume goods and services 
from socially responsible firms without creating pressure, suppliers may be keen on working with 
such organizations; there may be positive spillover effects for the supplier. NGOs, civil society, 
media remains quite and support for the company when the company engages in CSR 
activities.The next section discusses some definition including working definition of CSR along 
with the reasons for companies to engage in CSR activities.  
2.4 Definition of CSR  
Some neoclassical economists, who are the opponents making CSR a business agenda, argue that 
CSR destroys the main target of market economy since they believe the main responsibility of 
business in the global world is an agent of economic progress and increasing profitability 
(Friedman, 1970).  
Carroll, Archie B. (1979) stated CSR as:“The social responsibility of business encompasses the 
economic, legal, ethical, and discretionary expectations that society has of organizations at a 
given point in time” 
2001 Green Paper: a concept whereby companies integrate social and environmental concerns in 
their business operations and in their interactions with their stakeholders on a voluntary basis (…) 
not only fulfilling legal expectation, but also going beyond compliance and investing ‘more’ into 
human capital, the environment and the relations with stakeholders. 
The Danish Government’s first CSR action plan defined CSR as “a business’ behaviour and 
consciousness of its social responsibility”. Danish Government (2008) Action Plan for Corporate 
Social Responsibility 
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Kennedy School of Government’s CSR initiatives have defined CSR ‘to encompass not only 
what companies do with their profits, but also how they make them. It goes beyond philanthropy 
and compliance to address the manner in which companies manage their economic, social and 
environmental impacts and their stakeholder relationships in all their key spheres of influence: 
the workplace, the marketplace, the supply chain, the community and public realm.’ 
Saiful and Jan (2006) see the CSR as a company strategy that improves the profitability by 
enhancing customer loyalty and gaining a competitive advantage.  They argue CSR as thinking of 
the whole society.  They see the reason why companies should implement CSR strategies in their 
business is because it serves society and is beyond self-interest and rapacity.  
All in all, there is not a universally accepted definition of CSR. Thus, confliction and 
argumentation for the description of CSR is still contributing both in the academic and the 
business world (Dahlsrud, 2006). 
This research paper use Kennedy School of Government’s CSR initiatives as a working 
definition of CSR because it is best fit for the purpose of our study ‘‘CSR as a risk management. 
It explains CSR as a means of providing intelligence about the risks generated from stakeholder 
and offering an effective way to respond and mange them.The next section discusses the reasons 
for companies to engage in CSR activities.  
 
2.5 Reasons for companies to engage in CSR: 
Companies engage in CSR for various reasons and motives. Kotler and lee (2005) argues that 
companies engage in CSR in order to look better, feel better, do better and live longer.  Kramer 
and Porter (2006) also argue for four reasons for companies to engage in CSR. They are moral 
obligation, sustainability, license to operate and reputation.  Whereas Sprinkle and Maines(2010) 
adds that company engages CSR to manage the risk.  
 
There are numerous reasons underlying organizations’ motivations for engaging in socially 
responsible endeavors.  
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First, firms may have altruistic intentions: they simply believe their CSR efforts are part and 
parcel of being a good global citizen. Kramer and Porter (2006) argue that companies engage in 
CSR because they believe that it is their duty to be a good citizen and do the right things for the 
society as their moral obligation. For example, SC Johnson, Gap Inc., and Target prominently 
note on their websites that CSR and sustainability activities are simply ‘‘the right thing to do.’’ 
An oft-cited example involves Merck (2010): ‘‘since 1987, the company has donated more than 
2.5 billion tablets of the drug Mectizan1 (ivermectin)’’ to help eradicate river blindness in parts 
of Africa, Latin America, and the Middle East (cited on sprinkle and maines 2010). Besides this 
CSR as License to operate means many companies engage in the CSR only because they need to 
follow the rules and regulation of the government, society (Kramer and Porter, 2006). 
 
Second, company may engages in CSR for corporate sustainability: Kramer and Porter (2006) 
view corporate sustainability creates long-term consumer and employee value by not only 
creating a "green" strategy aimed towards the natural environment, but taking into consideration 
every dimension of how a business operates in the social, cultural, and economic environment. 
Sustainability requires a company to look both internally and externally to understand their 
environmental and social impacts. This requires the engagement of various stakeholders to 
understand impacts and concerns (Kramer and Porter, 2006). A business can address 
sustainability internally by educating employees. Employee engagement can be a powerful 
motivator by having a philanthropy committee or a green team. As a company looks externally, 
stakeholders include customers, suppliers, community, and non-government organizations. 
Sprinkle and Maines (2010) viewed as organizations may engage in CSR activities as ‘‘window 
dressing’’ to appease various stakeholder groups, such as nongovernmental organizations 
(NGOs). Viewed in this light it is something firms feel they have to do in order to motivate them 
and to avoid negative publicity and other actions from NGO, civil society. This helps to bring 
sustainability for the company.  
 
Third companies use CSR to improve the reputation of the company, company image, and to 
strengthen the brand value, which ultimately helps to increase the share value of the company 
(Kramer and Porter, 2006). Agreeing with this idea Kotler and Lee (2005) stress that CSR will 
increase the sales and market shares, improve brand position, image and clout. 
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Fourth Companies believe that CSR helps recruit, motivate, and retain employees (Kotler&Lee, 
2005; Sprinkle &Maines, 2010). For example Timberland has provided employees the 
opportunity to take significant amounts of paid time off to volunteer for social causes of their 
choosing. The company notes that this program helps ‘‘attract and retain valuable talent’’ 
(Pereira, 2003). Increased employee motivation also is a key driver, as observers have noted that 
‘‘people are seeking meaning at work . . . and, it has become clear that staff motivation is a 
powerful bottom-line benefit of corporate responsibility’’ (Murray, 2007, p. 11). 
 
Fifth the involvement in CSR activities decreased the operation cost and increased revenue. For 
example a company can get free publicity with their involvement in CSR activities thus can 
reduce the various cost like marketing campaigns (Kotler&Lee, 2005). Similar views on cost 
reduction by Sprinkle &Maines (2010): companies’ focus on environmental concerns can lead to 
reductions in production costs. For example, Wal-Mart reduced transportation costs by $3.5 
million through one initiative to reduce packaging on toys. From a CSR perspective, the company 
also saved ‘‘3,425 tons of corrugated materials, 1,358 barrels of oil, 5,190 trees and 727 shipping 
containers’’ (‘‘Wal-Mart,’’ 2006, cited on Sprinkle &Maines, 2010). 
 
Sixth,with the engagement in CSR activities the company will have a positive evaluation from 
the investors and financial analyst, which helps the company to gain competitive advantage in the 
environment (Kotler and Lee, 2005). 
 
Even though many scholars presents company can get a lot of benefits engaging in CSR 
activities, Kramer et al (2006) claimed that it is very hard to identify what benefits a company get 
from their CSR Participation. They further add that the analyses of the benefits gained from 
engaging in CSR are inconclusive.  However they are convinced that the engaging in CSR 
polices will bring competitive position for the company in future.  
 
More ever some scholar argued that CSR do not affect the company at all. Some even argue that 
CSR has negative impact to the overall performance of the company. McGuire et all (1998) 
claimed that CSR affect the company negatively, challenging the traditional corporate objective 
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of profit maximization. Furthermore Clark- Murphy, Gerrans Kristoffersen(2005)argue that 
companies should maximize shareholder wealth not social welfare and manager do not have any 
obligation, right, or experience to improve social issues.  Chairer,Hensen and Leung (2005) also 
support these ideas that CSR has negatively affect on the shareholders value.  
 
To sum up, CSR can be viewed as an integral part of a company’s risk management efforts.  
When empowered stakeholder exerts pressure to the company, social risk arises that brings long-
term impact for the company’s sustainability. So companies today are trying to motivate their 
stakeholder through the adoption of CSR policy. The next two sessions concentrate on how 
companies apply CSR and how companies use CSR to motivate stakeholder and avoid the 
unexpected pressure from the stakeholders. 
 
2.6 Application of CSR 
This part of the theoretical framework consists of on which areas companies engage in CSR 
activities:  
 
Balabanis, et al (1998), argues that companies are concentrating their effort on following areas as 
CSR activities: First companies engage in environmental protection which may arise due to their 
various business activities. Waste production, air pollution, and loss of biodiversity and 
ecosystem (resulting from the introduction of invasive species and species extinction) are some of 
the issues related to environmental protection. 
 
Second Companies make a direct involvement to a charity or cause, most often in the form of 
cash grants, donations, and/or in-kind services as CSR activities.  
 
Third, Companies implement and even conducts flexible business practices and investments that 
support social causes to improve community well being and protect the environment like 
involving to education, health care to society.  
 
Finally companies share standard of occupational health and safety, good standard of staff 
treatment, flexible treatment and job sharing as CSR activities for their employees.  
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To relate back to the previous issues discussed above, we would like to find out how CSR is used 
as a strategic tool to deal with the possible risks encounter from the stakeholders.   
 
2.7 CSR from Risk Management Perspective: 
This part of the theoretical framework consists of relation   between CSR and Risk. It tries to 
explain the approaches that relate CSR with Risk.  
 
Diffey (2007) says that CSR is about risk management, and vice versa; meaning that it is a two-
fold result. Diffey (2007) further talks CSR practitioners need to take a step-by-step approach to 
analyzing the problems faced by companies, in order to demonstrate the value to business of 
CSR.  There are mainly two approaches that relate CSR with risk.  
 
They are top down approach and bottom up approach. Under top down approach to developing 
CSR risk management frameworks: international laws, the international declaration of human 
rights, national laws and regulation are used a driver for risk management, as companies need to 
comply with these laws.  
 
A bottom up approach starts with the engagement of stakeholders. Under this approach risks are 
identified and then analysed. The process follows step-by-step process that develops CSR 
policies as a mitigating strategy of those risk identified as highlighted on the table 1. The analysis 
should not just be focused on the company’s risks, but should also cover the risks to the society 
Diffey (2007).   
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Table 1 Risk Management in CSR, Source: Diffey (2007) 
Beside this, Kytle & Ruggie(2005) also argues in support for the bottom up approach and states 
that Stakeholders engagement through CSR programs provides an invaluable source of 
information about the social risks. Stakeholder engagement model is the means through which 
stakeholders are involved in decision-making and their views and opinions are sought. There is 
no single method to involve stakeholders in any given decision, and in many cases, a number of 
alternative methods will be employed, sequentially or in combination, to ensure an effective flow 
of information. 
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Stakeholder Engagement Model 
 
Figure 3stakeholder engagement: World Bank Group 
The figure above, developed by World Bank, demonstrates a sliding scale of managing 
stakeholders’ relations. The scale is divided in to two parts: 1) Managing stakeholders, 
represented by information dissemination to groups, which is at the bottom of the scale; and 2) 
managing stakeholders’ relationships, represented by engagement strategies is at the top of the 
scale.  
 
Kytle and Ruggie (2005), argues “the term engagement captures the various mechanisms that 
have been used by organizations to listen to, and account for, the views of stakeholders, as well 
as involving them in the provision of solutions.” 
 
The first step in the model begin with interaction with their stakeholders by engaging them in 
different activities of company like joint workshops, seminars, formation of tasks force. With this 
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the company can discover what really matters the key stakeholders are rising. In next step, the 
stakeholders achieve some influence on the decision maker in addressing particular social issues. 
Stakeholder provides feedback on corporate strategies and performance and in identifying what 
and how things can be changed.  At the highest-level stakeholder are viewed as co-decision 
makers in forming solution. 
 
With the better connection with stakeholder groups, companies can gain knowledge of social 
expectation, increased understanding of international standards/norms and smarter allocation of 
resources.  These all are enabled through linking a CSR program to a risk management program.   
In conclusion, Effective CSR program for all companies is determined by managing 
stakeholders’ relationship. Company better manages social risk by engaging with stakeholders 
with the framework defined by bottom up approach. 
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2.8 Conceptual framework 
Based on the literature review discussed above, the study has developed following conceptual 
framework for the research questions as shown in figure below:  
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
The theoretical framework is the foundation on which the entire research is based. It is a logically 
developed, described, and elaborated network of associations among variables that have been 
identified through such processes as interviews, observations, and literature survey. These 
variables are deemed relevant to the problem situations (Sekaran 1992, p.73).   
 
Our research project starts with the identification of nature of the social risk that has been raised 
by stakeholders. Some of the natures of the social risks that we pointed out from the literature 
Figure 4: A Conceptual framework managing social risk with CSR (Own Source) 
3. Stakeholder engagement 
(Using bottom up approach) 
1. Social Risks 
2. CSR 
2. CSR 
4. Out come 
Manage of social risks 
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review are CO2 emission, health and safety, remuneration, corruption, forced labour/ child 
labour, working conditions, disease pandemic or huge urbanization. Companies are using CSR 
policy in order to bring sustainability of their business and sustainability can be achieved only 
they got constructive support from their stakeholders. From the literature review this research 
paper use stakeholders engagement as a process of CSR, which can manage the various kinds of 
pressure that the company face on its operation as an outcome of the research.  
2.9 Choice of Theories: 
The chosen theory provides the certain arguments, which are the foundation for the analysis of 
this project. The theories for this project consist Diffey’s (2007) CSR as Risk Management and 
Kytle and Ruggie’s (2005) Stakeholder Engagement Model. These theories are two different 
approaches, which describe the ways to manage social risk through involvement of CSR in 
various levels of organization. Diffey’s (2007) CSR as Risk Management identifies the various 
issues that comes from the stakeholder and suggest two approaches for the company in order to 
manage the risks generated from the stakeholders whereas Kytle and Ruggie’s (2005) give 
Stakeholder Engagement Model in order to overcome the risks empoweredby stakeholders. We 
have chosen these two theories because we want to know the position of DONG Energy in terms 
of CSR. In other words, we want to know where the company stands in these two approaches. 
This will help us to know the clear picture of the process of managing social risk in DONG 
Energy. So, these theoretical approaches give the insight knowledge and help to investigate and 
find the answer of our problem formulation. 
We have also chosen CSR literature of Kramer and Porter (2006), Kotler and Lee (2005) along 
with (2010) This literature explains the importance or benefits of CSR in wider perspective i.e. in 
relation to company as well as society. We try to see how social issues from stakeholder can be 
addressed with the use of CSR, as a stakeholder engagement model suggested by Kytle and 
Ruggie (2005) and bottom up approach of CSR as a risk management suggested by Diffey(2007) 
as a good way to investigate on the problem formulation. 
Thus, the theoretical framework along with the empirical data will assist in our analysis from 
which we can draw a clear and reliable conclusion for this project.  
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CHAPTER III- RESEARCH METHODOLOGY 
This section presents the concept of research philosophy and research approach and research 
strategies to be used in the study.  The philosophy deals about how the researcher constructs 
knowledge in the project.  The study used interpretivisim as a research philosophy, deduction as 
research approach deduction and qualitative research as a research strategy.  It ends with the 
quality of research in terms of validity and reliability.  
 
There is no single pathway to good research: there are always options and alternatives. 
Researchers herself/ himself need to make judgments use discretion and make decision in order 
to complete the project.  One of the biggest things is to understand of the social science theories 
and decision to be made concerns the choice of the research philosophy, research approach, and 
research strategy with quality of the research in terms of validity and reliability.  
 
3.1 Philosophy of Science 
According to Bitsch& Pedersen, (2011: 137) social science theory involves many questions and 
disciplines. These are related to the basic assumptions about the world, society, the individuals, 
knowledge, language and relationship between theory and empirical data, which to a large extent 
determine the way groups formulate and explore their research problems.  
Philosophy of Science is concerned in general with what it means for any science to be scientific 
and how theories relate to facts in science (Durbin, 1988). It involves methodology and overlaps 
with other disciplines as epistemology and ontology. 
 
Epistemology has to do with the way the author imagines knowledge (Bitsch& Pedersen, (2011: 
222).Epistemological issues concerns the questions of what is (or should be) regarded as 
acceptable knowledge in a discipline. The main issues in this context is the question of whether 
the social world can and should be studied according to the same principles, procedures and ethos 
as the natural science or social world (people) are different from the objects of the natural science 
and therefore requires the social scientists to grasp the subjective meaning of the social action. 
The first epistemological consideration is natural science epistemology called positivism and the 
second epistemological position is called intepretivism (Bryman, 2006:27). Positivism promotes a 
more objective interpretation of reality, using hard data from surveys and experiments, while 
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phenomenology (interpretive) is concerned with methods that examine people and their social 
behavior. Positivism has been more commonly associated with scientific research, while 
phenomenology has its roots in the social science (veal, 2006). 
 
Ontology is described as “the theory of being as being” (Delanty&Strydom, 2003: 6), which 
means the theory of the nature of reality. It is concerned with the nature of the social reality.  The 
main issues on using ontology position on our project depends on the question of whether social 
entities can and should be considered objective entities that have a reality external to social 
objects or they can and should be considered social constructions buildup from the perceptions 
and action of social actions. These prepositions are frequently known as objectivism and 
constructionism (Bryman.2012: 32). 
 
Therefore the author’s philosophical approach has an impact on the whole project work, from the 
selection of theories to the methodology and the analysis. The philosophical approach leads the 
way according to which criteria we precede in our work, and according to which criteria we 
evaluate our own contributions as well as those of others. (Delanty &Strydom, 2003: 3). 
 
The study tries to examine how DONG Energy could manage social risk with the implementation 
of CSR. For this to examine, we need to gather the information regarding:  risks, CSR, from their 
social experience they might have gained on their operation of the company.  
 
Wood(1999) explain that objective or positivist researcher focus on facts, look for casualty and 
fundamental laws, take the stance of natural scientist  and project is supported by experiments , 
survey ,structured interviews in data collection methods. We do not take stance of a natural 
scientist and do not look for causality and fundamental laws and it is also not effective in 
understanding processes or the significance of stakeholders (people) attach to action in generating 
risk. Further the topic what we study and how will study is determined by our beliefs and 
interests rather than objective criteria. Therefore the project cannot be justified by  positivism 
philosophy with objective ontological position .  
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Moreover the study need is confined by the particular interest in the basics of social existences, 
closely with human experience. Therefore the interpretive tradition, called hermeneutic –
phenomenologyand constructionism ontological position is relevant for this project work. 
Furthermore this approach helps us to find “practical reason, guide and action” (Bitsch& 
Pedersen, 2011: 164) in the field of interest, namely CSR and Risk. The project is 
constructionism in nature in the sense that social phenomena (social risks and CSR in our project) 
and their meaning are continually being accomplished by social actors and they are in a constant 
state of revision as Bryman (2012:33) says knowledge is viewed as indeterminate, a position 
redolent of postmodernism. The researcher always needs to present a specific version of social 
reality, rather than one that can be regarded as definite.  
 
Arie Cohen (2011) states, "Hermeneutic phenomenology is concerned with understanding texts. 
In this approach the researcher aims to create rich and deep account of a phenomenon through 
intuition. Hermeneutic avoids method for method’s sake and does not have a step-by-step method 
or analytic requirements. Agreeing with Arie our study is also concerned with the deep 
understanding of “CSR and risk” of DONG Energy, which is social phenomena, it is hermeneutic 
in nature.  
 
Further, Accordingly to Denscombe (2012) phenomenology approach emphasizes on: 
subjectivity rather than objectivity), description (more than analysis), interpretation (rather than 
measurement) and agency (rather than structure) and generally deals with people‘s perceptions or 
meaning, people’s attitudes and beliefs and people feelings and emotions.  
 
The study is subjective and descriptive in the sense that we try to study the phenomena how CSR 
and Risk is related which is driven by our interests and motives and the researcher is the part 
what we observed through particular framework guided by the conceptual framework. Further it 
is interpretation in nature because we focus on meaning and try to understand what kinds of 
social risk is occurring, what are the mitigating tools have been used as a CSR strategy.  
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3. 2 Research Approaches Adopted: 
The philosophy discussed above is all about how we will construct the knowledge in our project; 
so another important discussion is whether we will construct it at the beginning of our project or 
in the end. This decision is directly connected to two research approaches: deduction and 
induction.  
Paraskevas A, Atinary. L (2008) explained that researcher may want to start his or her project 
starting with reviewing the relevant literature, developing a theory and hypothesis i.e. 
constructing the knowledge- and then designing the project study in a way that tests these 
hypotheses or theory it is deductive approach. By taking a deductive approach researcher use 
what they know and move to what they cannot see directly- with a clear theoretical position prior 
to the collection of the data. Thus Spangler (1986:101) says deduction is the human process 
going from one thing to another, ie, of moving from the known to the unknown.   
 
Alternatively Paraskevas (2008) stress that researcher may decide to use the literature to design 
their research in such a way that analysis of the collected data will help them develop the theory 
i.e.- construct the knowledge which is called induction. Accordingly to Altinay and Altinay 
(2006), the researcher could use inductive approach when the existing literature did not give 
much details information.  
 
Saunders et al (2007) argue that what really matters in selecting a research approach is how 
appropriate it is for the particular research questions and objective. Though deductive approach 
generally is used to analysis the objectivity, it can also be used for the project, which is guided by 
theory driven. This paper examines the issues related to CSR and risk based on the clearly 
defined conceptual framework defined by the literature review. So it is deductive approach.  
 
3.3 Quantitative Research and Qualitative Research: 
Denscombe, (2012) writes there are many kinds of analysis the social researcher can use in order 
to describe, explain or interpret the data. In practice, the options tend to gravitate around the 
notions of ‘quantitative’ and qualitative research. 
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Quantitative research is conclusive in its purpose as it tries to quantify the problem and 
understand how prevalent it is by looking for projectable results to a larger population. In this 
techniques the researcher collect data through surveys, audits, points of purchase (purchase 
transactions), and click-streams.  . 
 
Qualitative research aims to develop an understanding of the context in which behaviours and 
phenomena take place. It concentrates mainly on emotions and experiences and is designed to be 
searching in nature, thus encouraging informants to introduce concepts of importance from their 
perspective, rather than adhering to areas that have been pre-determined by the researcher. 
Common data collection methods used in qualitative research are focus groups, triads, dyads, in-
depth interviews, uninterrupted observation, bulletin boards, and ethnographic 
participation/observation.  
 
This paper use Qualitative methodology as it recognizes that the subjectivity of the researcher 
which guides everything from the choice of topic that one studies (how do the implementation of 
CSR mange the risk of the company, to formulating working questions, to selecting 
methodologies, and interpreting data. It is also qualitative in the sense that it focuses on words 
rather than number to collect the data even from interview to analysis all the working questions 
that helps to complete the project.  
 
Approach Critique:  Though there is a tendency for qualitative and quantitative research to be 
associated with the epistemological and ontological positions, (like for qualitative data – 
inductive approach, interpretivism epistemological and constructionism ontology position and for 
quantitative data- deductive approach, positivism epistemology and objectivism ontology 
position but the connection are not perfect (Bryman, 2012: 619). 
So though the study is guided by the perspectives philosophy, which generally emphasizes an 
inductive approach to the relation between theory, and research in which emphasis is placed on 
the generation of theory in the project. However the study used deductive approach to the relation 
between theory and research, in which accent is placed on the testing of theories.  
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3.4 Research Strategies 
The choice of research strategy depends upon the research question (Problem Formulation), 
objectives of the research, knowledge, time and available resources. Research strategies proposed 
and discussed by different authors are: Experimental, Survey, Case study, grounded theory, 
action research, ethnography, and archival research.  
1. Experimental strategy: It is the classical form of research that studies effect of change. 
The experimental strategy involves theoretical hypothesis, selects, allocates and measure 
samples of individuals. This strategy carries out experiments to study causal links. 
2. Survey strategy: Survey is the most common and popular research strategy used to answer 
the problem. The survey strategy collects quantitative data, which can be used to suggest 
probable reasons for particular relationships between variables.  
3. Case study: The case study strategy gives broad understanding of the context of the 
research and the process that has being enacted in the research. The case study strategy is 
more used in explanatory and exploratory research. 
4. Grounded theory: Grounded theory strategy (Glaser and Strauss, 1967 cited in Saunders, 
Lewis and Thornhill, 2009) is often considered under inductive approach. Grounded 
theory strategy is used in a research, which gives more emphasis on developing and 
building theory. 
5. Action research: Action research strategy explicitly focuses on action, particularly on 
change within the organization. In this strategy, the person undertaking the research 
involves in the action for change and use the knowledge he/she has gained somewhere 
else.  
6. Ethnography: Ethnography strategy is deeply rooted in inductive approach. This strategy 
gives insight about the particular context and helps to understand and interpret it from the 
perspective of those who were actually involved in the situation. 
7. Archival research strategy: Archival research strategy is used for the research questions, 
which focuses on the past and changes over time. The past data may not provide all the 
information needed for the research.  
Among the various research strategies described above, survey and case study are applied widely 
in social science (Saunders et al., 2009). This project work is a case study as an empirical 
investigation is conducted. 
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3.4.1 Case Study 
A case study is an in depth understanding and analysis of the certain issue. Case study is “a 
strategy for doing research which involves an empirical investigation of a particular 
contemporary phenomenon within its real life context using multiple sources of evidence” 
(Robson, 2002). In this project, we are conducting a research about CSR as a means of managing 
social risk faced by the DONG Energy. The research is supported by data that has been collected 
from various sources and through interview from DONG Energy’s Head of Responsible 
Sourcing.  
Generally, cases are often defined by locations. The term “case” associates the case study with a 
location, such as community or organization and the emphasis is upon an intensive examination 
of the setting (Bryman, 2012:67). In our project, the study of the location is Denmark and the 
organization that we have chosen is DONG Energy. The practical implementation of CSR in 
managing the social risk faced by DONG Energy is the intensive analysis of the project.  
Further, Yin (2009) describes the case study is more appropriate when “how”or “why” questions 
are asked and when the researcher investigates a contemporary phenomenon. This project is 
about answering “how” question (How does DONG Energy manages social risk by 
implementation of CSR policy?) and investigating on the contemporary phenomenon of CSR and 
social risk in a specific company. Therefore, in this project a case study strategy is most 
appropriate to answer the problem formulation. 
Most companies adopt CSR policy because it has become necessity and compulsory for smooth 
operation of business. However, the study of social risk management by incorporating CSR will 
be more interesting and challenging, as there is very few studies related to it and this issue is 
current, happening and emerging in case of DONG Energy. DONG Energy, being one of the 
leading energy companies in Northern Europe encounters social risks in its business operation 
(mostly in supply chain).Hence, this project examines on the role of CSR in DONG Energy and 
process of managing social risk. From all the above arguments, we can say that the nature of the 
project fits the definition of “case study” given by Robson (2002), Bryman (2012) and Yin 
(2009), which make our project a case study. 
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3.5 Data collection 
Data collection is the most crucial part of any research study as it is directly related with the 
result/findings of the study. To get more accurate answer it is very important to collect genuine 
and relevant data. For data collection, this project work relies on both primary and secondary 
data. 
 
3.5.1 Primary data 
Primary data are collected by the researcher/author themselves. The primary data are collected 
through interview, observation, questionnaires and survey. This project has a primary data, which 
is an interview with Rasmus Nikolaj, Head of Responsible Sourcing; CSR Group ofDONG 
Energy. Since, the project seeks the relation of CSR and social risk, which is quite a rare 
combination; we had interviewed DONG’s personnel to know the insight of the subject and valid 
its practical implication. Interview with the Rasmus Nikolaj is a major part of the empirical 
material and main building block of the analysis. The interview was semi-structured as demanded 
by the qualitative data collection method. We had structured the questions before the interview 
and send it to the interviewee through e-mail. The constructions of questions were guided by the 
literatures and theories used in the project. Though the questions were structured, but according 
to the interviewee’s response the questions were subject to change and further some unstructured 
questions were asked to broaden the scope of the topic, allow enough flexibility and get reliable 
information from the interviewee. This makes our interview semi-structured. The interview was 
conducted through Skype with the consent of both parties, as interviewee couldn’t meet us in 
person due to his busy schedule.  It was an audio call, so it is not a face-to-face conversation. The 
full interview was recorded on an audio recorder with the permission from interviewee. From the 
interview we understood interviewee’s point of view and gathered as much information as 
possible. 
 
3.5.2 Secondary Data 
Secondary data are the data that already exist. The secondary data used in the project are 
collected from different sources such as books, journals, articles, reports, official website of the 
company and other independent researches. Since only primary data is not enough to conduct the 
research of the subject (CSR and social risk) secondary sources are also used in this project. 
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These sources have helped more in understanding, relating and analyzing the subject and theories 
with the empirical data. Our project is guided by the literature review so; secondary data has 
contributed much in the project. It helped to understand the past and present scenario of the 
research study. It has also helped to see through the perspective of other people by giving a 
second opinion. The secondary data has helped to analyse the problem more clearly, answer the 
problem and improve the project. 
 
3.6 Research Techniques 
There are different types of research techniques and the purpose of the research techniques is to 
obtain information on specific subject. On the other hand, the different problems associated data 
is dealt with data collection process into different phases. In brief, there are two types of research 
techniques as qualitative and quantitative and these are also used to go through existing material 
in producing new information (Olsen and Pedersen, 2011). As we look upon our research, we are 
going to follow the qualitative techniques in relation to available sets of information and the 
literature. Olsen and Pederson (2011) have also suggested six different techniques for collecting 
qualitative data as documentary techniques, historical documentation, interviews, participatory 
observation and objects, artifacts-the ethnographic tradition. It is obvious that each of above-
mentioned techniques has its own weaknesses and strengths. In order to fulfill the content of our 
research problem, as mentioned in data collection, we have interviewed a representative from 
DONG Energy via electronic media i.e. Skype. Our aim remains to find out what is relevant and 
which information provides insight comprehensive in contents as respondents experience them. 
These are also some strengths of interview technique as documentation. Interview technique may 
also be avoided due to its weaknesses as the quality of the answer from respondent, poor memory 
of respondents, reflexivity etc. (Olsen and Pederson, 2008). The documentary technique is also 
going to be used in order to analyse the content of the research applying through historical texts 
or texts from past about the case in relation to the CSR and Social risks in DONG Energy.  
 
3.7 Ethical Issue 
Ethical issues are important in any kind of research. It is necessary to control the tension between 
the aims of research for generalizations to other’s good and the rights of participants to maintain 
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privacy (Orb, Eisenhauer and Wynaden, 2001). Ethics seeks for doing good avoiding harm. The 
harm can be avoided through the ethical principles specially:- 
a) Autonomy: - It considers about the respect to people as the recognition of participants 
rights including the right to be informed about the study, the right to withdraw at any time 
without penalty.  
b) Justice:- The principle of justice refers to equal share and fairness due to which the 
contributions of participants are acknowledged. In this principle, the researcher should 
request permission to use the information or at least discuss the issues with the 
participants. The main aim is to avoid the exploitation and abuse of participants.  
c) Beneficence: - It talks about the way of doing well to others and preventing harm. It also 
makes a consideration about paternalism under which the participants are free to decide 
their liberties for their own good. On the other hand, overseeing the potential 
consequences, the participant identity is a moral obligation (Orb et al., 2001). 
 
While considering ethical issues in our research, DONG Energy is a case and we are in contact 
with a representative of CSR department. He has been noticed that the purpose of this research 
study and the issues that we are going to talk about are fully academic. He is free to decide the 
best for his own and his own company. There is no any mind set to harm to anybody else. Even, 
we asked for permission from the interviewee to record the particular interview taken with him. 
The file tape will be with us and kept its own privacy. Besides this, we are not intending to 
follow up the same processes and inclusion of information in the same research field done by any 
previous researchers which will help us to meet the academic and systematic as well as scientific 
plagiarism issues in relation with the ethical issues.  
 
 
3.8 Research Quality: 
Validity and Reliability 
Reliability is the consistency of measuring an event or a concept (see Bryman, 2012 page 46). It 
implies that when an event under study is measured more than ones or by different groups, the 
results of the measurement should not vary much from one another. There should be consistency 
in terms of the outcome. In his definition Bryman stresses that reliability can mostly be well 
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established in quantitative research. This is a qualitative research, which has begged the question 
whether its reliability can be well established and determined. Saunders et el. (2009) 
acknowledges that reliability in qualitative research can be established if the researcher, asks the 
questions in such way that the respondents dot not misinterpret the questions. This supports this 
research’s view as we have formulated the questions and they have been answered without any 
ambiguity. This implies that we have established the reliability of our outcome as consistent.  
 
Validity refers to how well the parameters that are to measure a concept really measure that 
concept. Validity as well brings out the causal relationships of the variables in any research in 
question which will explain the integrity of the outcome of the research (See Bryman, 2012, 
Olsen & Pedersen, 2008).  In this case, from our data collection conducted through interview, we 
have established that by DONG Energy initiating the CSR policies it’s bound to manage the 
social risks the company is facing. This implies that our outcome will have a valid argument.  
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3.9 Limitation of the project: 
We interviewed only one person who is the head of responsible sourcing at DONG Energy. This 
may lead to biased information on how the company applies the CSR policies to mitigate the 
social risks. This shortcoming was addressed by comparing the information we collected from the 
interview with the commonly adopted better coal code which is to be followed by major energy 
utility companies across Europe.  
 
Our methodological approach of focusing on social risk could not allow us to undertake a wider 
coverage of the topic. This is because the social risk is an emerging topic and not much has been 
written about the same. This mainly affected our literature review. This problem was partly 
addressed by the primary data we collected from the DONG Energy. 
 
Time constraint: We did not have much time to collect information from other stakeholders of the 
company such as employees, investors and consumers. This is because the writing of our project 
was running parallel to our normal class work calendar. We addressed this problem by arranging 
extra group work meetings during the weekends. 
 
Technological limitations: During our interview session on Skype, we experienced some Internet 
breakdowns/disconnection, which resulted into missing out some explanations clearly. However, 
this problem was addressed by asking the interviewee to repeat the particular explanation that has 
been missed out. 
 
The analysis was only limited on the descriptive only. Test of null and alternative hypothesis can 
be done based on the literature review. Only integrating the literature review with the theory was 
done. 
 
The research is based on the interview of the resource person of the DONG Energy and the 
conclusion that is drawn about managing the risks is based on the perspective of the company. 
We are not able to find the real information how the CSR policy helps to improve the life of 
employee, health and safety of the working area and so on. 
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CHAPTER IV: CONTEXTUALIZATION 
 
This chapter begins with the introduction of the DONG Energy, its vision, and the use of 
stakeholder engagement model in the DONG Energy.  
 
4.1 Introduction of DONG Energy 
DONG Energy is a leading integrated energy company in Northern Europe. DONG Energy’s 
business is based on the producing, procuring, distributing and trading energy and related 
products in Northern Europe. It was formed in 2006 by the merger of large six energy companies: 
DONG, Nesa, Elsam, Energi E2, KobenhavnsEnergi and Frederiksberg Forsyning. DONG 
Energy’s headquarter is located in Denmark and approx. 7000 employees are working on this 
company. With the increasing revenue of more than 50% annually since its merger, no doubt it is 
the true energy powerhouse, which meets Denmark’s overall energy needs and also other parts of 
Northern Europe.  
Vision 
DONG Energy’s long-term vision is to produce clean and reliable energy. Its vision is often 
referred as 85/15 strategy. The company aims of producing 85% of energy using renewable 
resources by 2040 to reduce CO2 emissions from energy production. DONG is expected to 
achieve this goal by suspending coal-fired power stations and focusing more on wind power, 
biomass and natural gas.  
 
DONG Energy has divided its business operation in five units. Each business unit has an 
important role and own ambitions and priorities. DONG Energy’s business units are highlighted 
in the figure below: 
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4.2 CSR on DONG Energy 
DONG Energy is very active in relation to corporate social responsibility. From the initiation, the 
company took environmental sustainability seriously, and joined the United Nations Global 
Compact in the same year, 2006.  The company voluntary adheres to 10 principl
three principles that deliberate to protect the 
work is entirely based on Global Compact’s principles in the areas of human rights, labour, 
environment and anti-corruption, which
endeavours to make progress and improvements in these 
an integral part of DONG Energy
 
 
 
 
1. Exploration 
and Production
(Oil and gas 
exploration and 
production)
2. Wind Power
(Development, 
construction and 
operation of 
offshore wind 
farms)
Figure 5: Five Core activities of DONG Energy (own source)
environment. Hence, DONG Energy
 are highlighted in table3. The company
individual areas and the principles form 
’s strategy, operations and culture. 
DONG Energy  
3. Thermal 
Power
(Electricity and 
heat generation 
from power 
stations)
4. Energy 
Markets
(Optimisation 
and hedging of 
energy port-
folio, including 
wholesale 
trading in gas 
and electricity)
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es, including 
’s responsibility 
 continuously 
5. Sales and 
Distribution
(Sales and 
distribution of 
electricity and 
gas)
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Table 2 UN Global Compact Principles 
As an energy group, DONG Energy’s focus for its responsibility work is to provide clean and 
reliable energy supplies. At the same time the company also becomes responsible towards its 
employees, the local population, the environment and the markets in which it operates. 
In order to be able to identify solutions to the challenge of providing clean and reliable energy, 
DONG Energy believes to provide good workplace so that it can attract and retain competent 
employees. The company believes that it is vital for them to be able to embrace diversity and 
think globally to accommodate international growth and expansion in new markets. A 
stimulating, healthy working environment coupled with a high level of safety in the workplace is 
a prerequisite for operating a responsible and efficient company. 
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The responsibility policy of DONG Energy has been adopted by the group of Board of Directors 
and embedded in the Group Management. The policy thus forms the overall framework and sets 
out the overall objectives for DONG Energy’s work on responsibility. This helps ensure that 
deliberations and assessments relating to responsibility are evaluated and integrated as a natural 
element of all DONG Energy’s activities and decision- making processes. 
 
DONG Energy’s work on responsibility is governed by four principles:  
1. Stakeholder engagement 
2. Materiality 
3. Action 
4. Transparency  
 
Stakeholder engagement 
DONG Energy has a diverse stakeholders and the company aims to discuss its ongoing and 
emerging issues with its stakeholders at all levels. The company is in continuous dialogue with 
stakeholders regarding challenges and expectations in its business environment. In 2012, DONG 
Energy has engaged in dialogue centrally as well as locally with external community on a whole 
range of issues (Responsibility Report, 2012, p.26). Generally the outcome of interaction is 
feedback from its stakeholders for the improvement and building long-term relationships.  
 
Materiality 
The company focuses on the issues that are material to its stakeholders and company as a whole. 
The stakeholder engagement and systematic materiality analysis of challenges and opportunities 
helps the company to prioritise their action in relation to economic, social, ethical and 
environmental issues and respond accordingly. 
 
Action 
DONG Energy embeds policies and action plans for each action area in the organisation to ensure 
continuous progress and results. The company aims to reduce CO2 emissions and environmental 
impact by investing more in renewable energy.  
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Transparency 
DONG Energy aims to be transparent to stakeholders. The company regularly reports and 
publishes its action, performance, future plans, and challenges in its annual report, GRI 
performance report, and Responsibility report. The company supports for good business conduct. 
Since the company is the member of UN Global compact it always aims to prevent fraud and 
corruption and expects suppliers and business partners to follow code of conduct to increase 
sustainability. 
 
By following these four principles, DONG Energy continues to reduce its use of coal and 
preferring biomass, wind energy and other renewable resources. This activity of the company will 
lower the groups' ability to influence supplier practices in relation to the coal fired power plants 
that will still remain in the group's portfolio.  
4.3 Introduction of Bettercoal 
Even today though in a small portion, DONG Energy is an importer of coal and therefore a small 
customer for the coal producers. But the company still considers the coal supply chain a complex 
and high-risk area. Given its limited leverage, DONG Energy has come to realize that 
sustainability concerns in the coal industry are best addressed in collaboration with others. 
Therefore, the company works as a founding member of ‘Bettercoal’. 
 
Bettercoal is a global, not-for-profit initiative established in 2010 by a group of major energy 
companies. The Bettercoal vision is a coal supply chain that protects the environment, respects 
the rights of people and contributes positively to the livelihoods of workers and communities. 
DONG Energy has two central aims with its involvement in better coal: 1. developing a robust 
framework for managing the sustainability challenges in the coal supply chain and 2. Increasing 
in leverage when engaging with coal suppliers.  
 
Bettercoal is working with a various global stakeholders and has developed the Bettercoal Code, 
which set out the principles and provisions that members expect coal-mining companies and 
other stakeholders to align their activities with. This globally recognized code of practice will 
form the basis for self-assessments by mine operators, independent third party site assessments in 
the mines themselves, and continuous improvement plans.  
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4.4 Stakeholder Engagement on DONG Energy:  
DONG Energy’s business is based on activities throughout the energy supply chain – exploration, 
extraction, production, distribution and trade. For this reason, DONG Energy responsibility work 
is wide-ranging and involves numerous activities and stakeholders (see DONG Energy 
Responsibility 2012). 
One of DONG Energy’s core values is responsiveness and it is important for the company to 
discuss and reconcile expectations and demands with stakeholders. Being present in the entire 
supply chain, DONG Energy has a diverse range of stakeholders and the company strives to be 
open and constructive in dealing with them – whatever their focus. DONG Energy is in dialogue 
with its surroundings and continuously seeks to identify challenges and expectations in the public 
debate. For example in2011, DONG Energy set up a group function called ‘Stakeholder Relation’ 
in order to develop a more coordinated and streamlined approach to stakeholder dialogue at both 
national and international level and support individual business areas in their engagement 
activities at project level. The expectations and demands from the company’s stakeholders are 
important in the continuous CSR work and DONG Energy therefore engages in continuous 
dialogue (DONG Energy Responsibility, 2012). The dialogue made by DONG Energy with 
stakeholders is listed on the following table 2 
This table also highlights some of the key issues that stakeholders are interested in and the 
outcome of the interaction. DONG Energy considers employees, customers, government and 
regulators, suppliers, investors and local communities to be stakeholders. In general, DONG 
Energy considers those who are taking a proactive approach to the business or who – to a 
significant extent – are affected by the company’s activities to be stakeholders (DONG Energy 
Responsibility, 2012). When DONG Energy engages in a new activity in a country, such as oil 
and gas exploration, a new power station or an offshore wind farm, the company maps the 
stakeholders that have an interest in the activity or that may be affected by company’s activities. 
DONG Energy then conduct an open consultation process where all interested stakeholders can 
make their voice heard.(DONG Energy Responsibility, 2012) 
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Table 3: Stakeholder dialogue (Source:  DONG Energy responsibility 2012) 
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Thus DONG Energy upholds a dialogue with the stakeholders and the local community so as to 
be able to address issues that may arise both in the construction and operation phases. Finally 
DONG Energy acknowledge that the company cannot meet all stakeholder expectations, but are 
committed to continuous dialogue and are working hard to solve the challenges in value chain. 
(DONG Energy Responsibility Report 2012) 
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CHAPTER V: ANALYSIS 
In this chapter the collected data are described in comparison with the chosen theory of CSR and 
social risk. The analysis starts with the nature of social risk facing DONG Energy, moving to the 
reasons to engage in CSR and area where DONG Energy applies CSR. It ends with how DONG 
Energy uses CSR policy in order to overcome problem associated with stakeholders (social risk). 
 
5.1 Nature of social risks facing DONG Energy:  
Diffey (2007) states that company need to identify the possible risks that it encounters from its 
operation. Diffey (2007) focused not only the company’s risks, but also the risks to the society.  The 
nature of risks identified by Diffey (2007) are: data security, carbon footprint, freedom of 
association and collective bargaining, discrimination, health and safety, discipline, child labour/ 
forced labour, remuneration, , working hours, ,human rights, environment, ethics / anticorruption, 
economics. All of the issues listed above with an exception of data security are associated with 
social risk which when not well addressed by the company can easily empower stakeholders and 
exert pressure on the company. The stakeholders may be trade unions, employees, human rights 
groups, suppliers, investors and society.  
 
As for DONG Energy, one of the leading energy groups in Northern Europe faces similar nature 
of social risk. Carbon emission, working hours ,child labour/ forced labour, freedom of 
association and collective bargaining, health and safety, discipline, discrimination, remuneration 
human rights, environment and, ethics/anticorruption, economics are the main social risk DONG 
Energy is facing. According to Rasmus (head of responsible sourcing), DONG Energy is 
basically working with various business partners primarily dependent on the raw materials. So 
the company distinguishes itself at the corporate level and its supply chain (Appendix 2, 5.37 
minute).The main social risks facing DONG Energy at the corporate level are carbon emission, 
ethic and anticorruption and environment. The issue of anticorruption has been strictly legislated 
and the legislation has empowered stakeholder to exert pressure on DONG Energy. This implies 
that the stakeholders use the enacted laws and regulations relating to anticorruption in public 
companies as the main source of their power to exert pressure on the company. 
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As our analysis, we can see that DONG Energy faces both the traditional and the emerging risks. 
From our literature review it is clear that the emerging risks are basically related to the social 
risks companies are facing. To identify the nature of social risk facing DONG Energy and 
possibly come up with the mitigating strategies, the way company is categorizing the social risks 
into the corporate level and the supply chain level may not work well for the company in the long 
run. This tends to create the impression that the company wants to avoid getting involved in what 
is happening at the supply chain level. Even though DONG Energy claims that they don’t face 
the social risks related to human rights, child labour etc, at the corporate level, the company must 
be prepared to take responsibility for what is happening in their supply chain as well. Failure to 
address these issues will empower the stakeholders who will in turn exert pressure on the 
company to change its way of operating. We feel that DONG Energy need to have a common 
approach to address the issues of social risks, which take place both at the corporate, and the 
supply chain level. Even though the company has come up with the Bettercoal code to be 
followed by both the company and the company’s business partners, we find this insufficient as 
the Bettercoal code does not provide for clear consequences in case of non compliant by either 
party. 
 
5.2 Reasons to engage in CSR:    
Companies engage in CSR for various reasons. Kotler and Lee (2005) describes that company 
engage in CSR in order to look better, feel better, do better and live longer while Porter and 
Kramer (2006) argues pointing moral obligation, sustainability, license to operate are the reasons 
for companies to engage in CSR. Further, Sprinkle and Marines (2010) adds that companies 
engage in CSR to manage the risk. Combing all these views, there is a common line where their 
arguments meet on increasing value of the company corresponding to sustainability. Moreover, a 
business can be considered socially responsible if it is highly efficient, highly profitable and has 
socially responsible agendas (Coldwell, 2001).  
 
There is a governmental legislation passed in 2008 that big companies in Denmark should 
include CSR in their business policy and report annually in order to take an active role on social 
responsibility and strengthen the international competitiveness (DanWatch, 2011). DONG 
Energy is a state owned big company and should follow as well as report CSR initiatives 
CSR and social risk  Page 47 
 
annually. DONG Energy has identified five corporate responsibility challenges and is important 
to the stakeholders and company’s activities. These challenges form the basis for responsible 
work and integral part of business strategy. These challenges are: clean energy, access to energy, 
a competitive society, and people matter and business integrity. The company has built up a 
concern on how to accelerate the expansion of renewable energy, how to ensure continued access 
to essential energy, how to contribute to growth, value creation competitive society, how to 
promote and increase healthy and safe working environment, how to ensure integrity, 
transparency and responsiveness to run the business (DONG Energy, annual report, 2012).  
 
In an interview with Rasmus, he mentioned that DONG Energy engages in CSR for the following 
reasons: reputation, brand image, increase shareholder value, long term competitiveness and 
sustainability, motivate employees, ideological reasons, legal obligations and manage risk (see 
appendix 1, question 5). These reasons act as a power booster to earn long-term profit. The 
company does not consider profit maximisation as one of the reasons to engage in CSR. This is 
because DONG Energy considers profit maximisation for only short-term value and they are 
providing service to create long-term value. In this case if the company is to consider its’ short 
term objectives it will focus on profits but not on long term objectives in areas such as CSR, 
supply chain management and environmental issues (Appendix 2,). Moreover, the company 
experiences that the short-term profit does not provide a license to operate for longer. It can be 
noticed that, DONG Energy has mainly focused on profit, people and planet. From the collected 
data, we can vividly see that the reason for DONG Energy to engage in CSR is to have long-term 
profit, which can only be achieved when it is linked with people and planet (Elkington, 1997).  
 
DONG Energy engages in CSR to improve the reputation/brand image of the company. Strong 
brand value will ultimately help to increase the share value of the company. According to 
Rasmus, “If you do CSR well, means that you process well and the company is healthy which will 
increase the share value.” It is true that the main role of any company is to meet the wishes of its 
shareholders. In other words, the activities of the companies should be directly or indirectly 
directed towards maximising shareholder wealth. DONG Energy is also earning the profit being 
more responsible by not forgetting the society.  
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DONG Energy also states that companies engage in CSR as moral obligation believing it is their 
duty to do something good to the community. Further, DONG Energy believes that CSR helps to 
recruit, motivate, and retain employees. According to Rasmus, “Nobody wants to work for 
company with negative stories. They have to defend from family and friends all the time about the 
issues that brings negative stories about the company”. 
 
Finally DONG Energy also views CSR as an integral part of a company’s risk management 
efforts. As mentioned earlier, DONG Energy’s supply chain is the main risk area that creates 
social risk. The company has its own risk managing process where they conduct risk screening 
and tries to prevent social risk that arises in supply chain. Further, DONG Energy always makes 
sure that all their suppliers are clean. But our research and analysis shows that there are still 
various CSR dilemmas on supply chain issues, which are not generally well addressed. DONG 
Energy has suppliers from different countries such as South Africa, Colombia, and Russia and 
there are some major issues of anticorruption, child labour, forced labour and low pay in these 
countries. In relation to corruption, Transparency International has published corruption 
perception index in 2013 where it has ranked Russia as one of the corrupted country having CPI 
score 28. The country having CPI score near to 0 is perceived as highly corrupted and 100 is 
perceived as clean country (. On the basis of this information, we don’t think it is possible for 
DONG Energy to operate with the suppliers who are completely clean or against the corruption. 
It is very difficult to examine or verify suppliers having clean cheat if the company is dealing 
with Middle East, Africa or war torn regions. However, DONG Energy can put its best effort to 
minimize the chance of getting involved with those companies with bad CSR.  
 
Therefore, although big companies like DONG Energy in Denmark should include and report the 
CSR initiatives, various experts are critical to implementing and reporting CSR initiatives. 
According to the experts, CSR reporting is limited in quantity rather than quality and there are 
still dilemmas behind the CSR engagement. Most of the companies’ claim that the primary 
reason to adopt CSR is for the growth of individual and society at large but in the context where 
consumers are more skeptical about the existence of CSR, the question remains  “To what extent 
the CSR initiatives fulfills the demand of the stakeholders?” 
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On the other hand, it takes time for companies to move from policy to implementation. 
Companies run under the established business strategy and it takes time to integrate CSR 
initiatives with its core business. This may be because of cost effectiveness and other 
development issues. This case can be seen in DONG Energy. Though the company has 
incorporated CSR in 2006 but it is developing a big responsible sourcing program, which will be 
implemented from early next year as CSR program (Appendix 2.). 
 
To sum up, almost all the reasons DONG Energy engages in CSR are similar with the reasons 
guided by the theories (Kotler& Lee, 2005, Kramer & Porter, 2006; Sprinkle &Maines, 2010). 
However DONG Energy does not believe in integrating CSR for generating immediate profit. We 
can see that Dong Energy considers shareholder value maximisation as its main objective.  Dong 
Energy has done what it takes, including engaging in CSR activities, in order to attain its 
objective of maximising share- holder value.  According to Rasmus, we see the company seem to 
take an ethical theoretical perspective to maximise shareholder value which agrees with Kotler& 
Lee, (2005), Kramer & Porter, (2006) and Sprinkle &Maines, (2010). DONG Energy does not 
engage in CSR for short term profits. The company is mainly engaging in CSR activities for long 
terms benefits. On the other hand, Milton Friedman (1970) disagrees with the approaches taken 
by other scholars as well as Dong Energy. Friedman takes an instrumental theory approach and 
argues that, whether in short term or long term, businesses have only one social responsibility; of 
increasing their profits for the benefit of the business owners without necessarily  taking care of 
the society through  engaging in CSR activities.  We can see a disagreement between Dong 
Energy and Milton Friedman concerning profits as a means to engage in CSR activities. 
However, both agree on one position of benefiting the owners of the business by increasing 
shareholder value.  As much as we may agree with Dong Energy that they do not focus on profits 
when engaging in CSR activities, it is our opinion that to increase the shareholder value also 
starts with increasing the company profits. A business which makes losses can neither attract 
more investors nor be able to engage in any CSR activities.  
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5.3 Application of CSR in DONG Energy:  
Balabanis, et al (1998), argues that companies are concentrating their CSR activities through the 
following ways: companies make a direct involvement to philanthropic, companies involve in 
supporting social causes to improve community, companies apply CSR for their employee 
development and finally companies engage in environmental protection. 
 
Though Balabanis, et al (1998) has enlisted the above-mentioned ways, DONG Energy applies 
their CSR activities in two ways: internally and externally. Internally, CSR programs deal with 
the risks that arise on their supply chain as responsible sourcing program. Externally DONG 
Energy is the member of UN Global Compact and has been reporting to the Global Impact 
Initiatives. DONG Energy‘s CSR activities are based on the ten principles of UN Global 
Compact within the areas of labour standards, human rights,, anti-corruption, environment and 
environment.  
Our case study, DONG Energy focuses on the following areas as the CSR activities.  
 
Theory  Our case – DONG Energy 
Philanthropic   No philanthropic activities on society but for 
employees only  
Social involvement  Interaction with the stakeholders  
Employee development Various programs for the development of employees 
like health and safety.  
Environmental protection Various programs  regarding environmental protection 
and sustainability 
  Table 4: Application of CSR activities with respect to theory (own source) 
Rasmus stated, “We do not think our license to operate comes from philanthropic”. DONG 
Energy does not undertake social activities for developing countries such as road construction, 
building schools, charity and awarding scholarship to students as many big companies do .   
 
Socially, DONG Energy promotes interactions with its stakeholders. DONG Energy keeps 
contact with civil society, trade unions and other political stakeholders. Looking at the DONG 
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Energy’s responsibility policy, stakeholders are one of the core values and their concerns are 
mostly address by the company for mutual understanding.  
 
DONG Energy promotes employee development by providing standards of occupational health 
and safety, good standard of working environment, flexible treatment and job sharing as CSR 
activities for the company employees. 
 
Conclusively, DONG Energy applies CSR based on the principles of UN Global Compact.  The 
company will undertake a formal review of the principals and provisions of the Code and 
associated assessment tools at least every three years. DONG Energy is always committed to 
work with stakeholders to ensure that all CSR activities based on the principles are achievable so 
that it can address key social challenges faced by the company in their operation.  
 
The next section will discuss how CSR activities based on the principle of UN Global Compact 
could become a mitigating strategy for the social risks faced by DONG Energy.  
 
 
5.4 CSR from social Risk management Perspective:  
Diffey (2007) discuss two approaches that relate CSR with risk. They are: top down approach 
and bottom up approach. Under top down approach of CSR risk management frameworks, 
international laws, the international declaration of human rights, national laws and regulation are 
used as a driver for risk management by companies as they need to comply with these laws. On 
the other hand, a bottom up approach starts with the engagement of stakeholders in order to 
manage the social risk. It entails three steps that begin with the identification of the risks 
associated with operation from the stakeholders, moving to the scenario development and ends 
with the mitigating strategies as a part of CSR policy.  
 
From our analysis, DONG Energy uses both approaches. From the very beginning the company 
has joined UN Global Compact and has been abided by the rules. Recently, the company has 
become co-founder of Bettercoal and adopted ten basic principles developed by major European 
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energy utilities, commonly referred to as Bettercoal Code, which are mainly based on the UN 
Global Compact Principles. 
 
The first two principles that are under General Implementation Expectation are guided by top 
down approach of CSR managing risks. The first and second principle respectively states that: 
“Companies shall comply with national applicable laws and regulations, and widely accepted 
international laws and strive to meet generally accepted international standards for ethical and 
social, and environmental performance where those exceed national standards.” And “Companies 
shall adopt and implement appropriate policies, systems, procedures, and controls, including 
ensuring organizational capacity and competency. Companies shall integrate these social and 
environmental elements into decision making, as well as support Continuous Improvement 
throughout the operational life cycle, and ensure companies are respecting Human Rights and 
contributing to sustainable development, See Bettercoal Code).” 
 
The company’s rest of the principles (from 3 to 10 see appendix 3) are based on the bottom up 
approach, which deals with the issue of Business Ethics, Human Rights and Social Performance 
and finally Environment. Diffey (2007) further argues that CSR practitioners need to take a step-
by-step approach to analyse the problem faced by companies, in order to demonstrate the 
business value respective to CSR. The bottom up approach of CSR suggests the mitigating 
strategy of social risk in three steps. First step begins with the identification of the nature of 
social risks, moving to the issue that have been raised by identified risks as scenario development 
in second step and ends with the mitigating strategy that address the issues generated by 
identified risk as a part of CSR policy. These steps taken by DONG Energy are explained below.  
 
First, DONG Energy identifies the social risks that it is exposed to by different ways (See 
appendix 2, 9:57 minute). The company has its own process of analyzing their risk exposure 
every year. For countries, which they have, a longer-term business perspective DONG Energy 
uses risk analysis process beginning with the scanning of all external environmental factors like 
culture and political environment. DONG Energy continuously carries screening on its supply 
chain areas which they identify highest risks. On screening the company found that the following 
are the nature of the social risks: carbon emission, working hours, child labour/ forced labour, 
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health and safety, freedom of association and collective bargaining, discrimination, discipline, 
human rights, remuneration, ethics/ anticorruption and environment. Among these social risks, 
only Carbon dioxide emission, environmental issues and anticorruption are the main risks that 
arise in supply chain as well at the corporate level. The rest arises at the company business 
partners (supply chain).  
 
Second step describes the kinds of issues that have been raised by the nature of the social risks 
discussed above. Those issues raised by the stakeholders are highlighted in table 3.   
 
Nature of Social risks  Scenario Development (issues come on nature of risks)  
Environment like 
C02 emission  
Pollution created by company operation (impact of CO2, impact from 
waste and effluents, impact on land, impact to cultural heritage)  
forced labour/child labour  Negative  publicity and violation of national/international laws 
Working hours Overtime, legally mandated leave, paid annual leave 
Health and safety Risk of workforce 
Freedom of association   
Discrimination, Hiring in workplace, providing  training,  access to promotion , forced 
for  termination 
Discipline, physical or sexual harassment, Corporate punishment, 
Remuneration Low payment, or underpaid workers - bad publicity, bad staff retention, 
poor productivity 
Ethics/ anticorruption.  
Table 5: Nature of social risk with respect to issues from stakeholder (own source) 
Third step ends with the mitigating strategy as a part of CSR policy. DONG Energy has used the 
following CSR activities in order to manage the issues that come from social risks, which are 
mainly based on the UN Global Compact.  
 
In terms of CO2 emission that accounts for largest environmental impact has been an issue, 
which creates pressure from the stakeholders. The company leaders have to be committed to 
become a part of the solution with aggressive sustainability goal that aims to minimize the 
company’s environmental impact.  As mentioned earlier, company’s official policy is to cut its 
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CO2 emission per kilowatt- hour by 50 % between 2006 and 2020, and 85% by 2040 and in order 
to meet this target; DONG Energy has already started closing down coal fired power plants and 
shifted its focus to natural gas, bio-mass and wind energy. (see DONG Energy.com 
responsibility)  
 
Second, the environmental issue raised by the stakeholders is waste and effluents. The company 
agrees that waste generation cannot be avoided, so it is using the principles of reduce, recover, 
reuse, and recycle to minimize the quantity of waste in an a manner that is safe for human health 
and the environment. Besides that DONG Energy claims that it accumulates, store, depot, 
transport, utilize, accommodate, and dispose of industrial waste substances and garbage in 
compliance with the applicable law. Where applicable law does not exist, international standards 
such as IFC’s Performance Standards and the ILO’s Convention 176 on Safety and Health in 
Mines are being in practice (See Bettercoal Code). 
 
Third, Cultural Heritage is also one the areas from which DONG Energy face social risks. In 
regard to this the company retains competent professionals to assist in the identification and 
protection of cultural heritage. (See Bettercoal Code). 
 
Finally the stakeholder frequently raises the issue of effect of subsidence from underground coal 
mining inhabited areas. In response to this DONG Energy practice good techniques to rehabilitate 
and to restore land that has been disturbed or occupied. The company does this by engaging key 
stakeholders to meet a consensus.  
 
The next social issues are related to child labour/ forced labor, which mainly occur in the supply 
chain of DONG Energy creating negative publicity to the image of DONG Energy. DONG 
Energy tries to minimize this negative impact by not hiring children  (defined as less than 18 
years of age) to perform work that is hazardous or harmful to their health, safety, or morals in 
conformity with ILO Convention 182.17. The company strictly prohibits underground work by 
children under age of 18. In terms of forced labour the company has developed a code of conduct 
where companies ensure that it will discourage any type of forced labour. See Bettercoal Code). 
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The next social issue that arises on the supply chain of DONG Energy is related to working hours 
of employees.  The issues of overtime paid annual leave, mandatory leave; including maternity 
and paternity are often raised by the employees. DONG Energy addresses the issues regarding 
working hours from its code of conduct.  For example, the Company will apply normal working 
hours that comply with applicable law. Where specific laws and regulations do not exist a 
maximum of 48 hours per week in accordance with ILO Convention .The Company will provide 
employees with all legally mandated leave, including compassionate, maternity and paternity, 
and paid annual leave. Whereas, the company commits to provide paid annual leave in 
accordance with ILO Convention if no law exists. See Bettercoal Code). 
 
Another factor that often arises, as a social risk on DONG Energy’s supply chain is health and 
safety. The issues of work place hazards, lack of appropriate safe guard for employee working on 
mines, chemicals fumes, air bone particles, lack of adequate lighting, ventilation, air quality, and 
temperatures on working place, lack of clean and hygienic washing and toilet facilities, unsafe 
exposure of pregnant and breast-feeding women, lack of medical examinations and medical 
coverage on the work place, and lack of education, training about health and safety risks and 
hazards. 
 
DONG Energy ensures that employees and contracted workers have the right and responsibility 
to stop work or refuse to work in situations that have uncontrolled Hazards, and to immediately 
bring these situations to the attention of those at imminent risk and to management. Employees or 
contracted workers must not face reprisals (Discipline, discharge, or other negative 
consequences) for attempting to exercise these rights in good faith.  Thus, DONG Energy along 
with their supply chain encourage their employees to bring issues if they feel unsafe on their 
working environment so that such issues can be minimized in the right time and safe from 
unexpected happening.  Besides that, the company commits to provide safe and healthy working 
conditions for employees and contracted workers, in accordance with ILO’s occupational Health 
and Safety standards. Further, adequate lighting, ventilation, air quality and temperatures (where 
safe noise levels cannot be guaranteed) the company commits to provide to protection. The 
companies (supply chain) also ensure to provide clean and hygienic washing and toilet facilities 
commensurate with the number and gender of staff employed. (See Bettercoal Code). 
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DONG Energy and its supply chain provide education and training to their employees so that 
employees and contracted workers are aware of (i) specific role-related health and safety risks 
and hazards and (ii) methods for appropriate protection from such hazards, including proper use 
of personal protective equipment (PPE) and appropriate action to take in the event of an accident 
or Emergency. The companies also ensure that pregnant women and new mothers are protected 
within the workplace through such measures as prohibiting night work and allowing for 
adjustments to working hours during and after pregnancy.  Finally Companies ensure that every 
worker have periodic medical examinations and medical coverage in case of an accident and/or 
health (See Bettercoal Code). 
The next issue that brings attention to the company is about participation of workers’ 
representative and workers’ organization with the company management along with discouraging 
of worker to join in worker’s organization. With respect to this issues, DONG Energy along with 
their supply chain ensure that they respects the right to Freedom of Association and not prevent 
or discourage workers from electing worker employee representatives, forming or joining 
workers’ organizations of their choosing, or from bargaining collectively. Companies engage 
with their workers’ representatives and workers’ organizations and provide them with the 
information needed for meaningful negotiation in a timely manner. (See Bettercoal Code). 
 
The issue of the discrimination and discipline also arises in the supply chain of DONG Energy.  
The issues often come on the areas like promotion, termination, hiring, and access to training, 
sexual harassment, mental, physical or verbal abuse that often brings negative publicity of 
DONG Energy in the media coverage. DONG Energy ensure that company and its supply chain 
promote equal opportunities for all people and will not practice or ignore any form of 
Discrimination on the basis of factors unrelated to people’s ability to perform their job. Further 
DONG Energy ensure that employees are not subjected to harsh or degrading treatment, sexual or 
physical harassment, mental, physical or verbal abuse, coercion, or intimidation in any 
circumstance.  Companies also ensure that on-site security measures, including body searches, 
are gender specific so that the dignity of the worker concerned is respected. (See Bettercoal 
Code). 
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The next major issues that generate social risk for DONG Energy is about the remuneration that 
often rose on its supply chain. The issues of under paid, low salary creates employee to exert 
pressure on the management. DONG Energy encourages its supply chain companies to pay all 
employees at least a wage based on the higher of either the applicable legal minimum wage (plus 
associated statutory benefits) or the prevailing industry standard. (See Bettercoal Code). 
 
Finally, the issues on business ethics/ anticorruption are the most prominent issues that are often 
raised by the stakeholder of DONG Energy.  This issue has been prevailing on corporate level 
itself and the supply chain too. In order to deal with these issues, DONG Energy is reporting on 
their material impacts and disclose their ethical, social, and environmental performance to their 
stakeholders in ways that are appropriate and meaningful to their needs, including the use of good 
practice international reporting guidelines for ethical, social, and environmental performance. 
Besides this the company enhance the transparency of their activities in the fight against bribery, 
bribe solicitation, and extortion, including by making public commitments against bribery, bribe 
solicitation, and extortion and publicly disclosing measures undertaken to honours these 
commitments. (See Bettercoal Code). 
 
To sum up, DONG Energy engage ongoing dialogue with stakeholders in order to meet their 
requirements and expectations with those of stakeholders, for example the stakeholder dialogue 
held in 2011 and 2012 and committed to do continuously. Through stakeholder dialogue and a 
subsequent systematic materiality analysis of challenges and opportunities, DONG Energy 
prioritize and focus their action in relation to economic, social, ethical and environmental issues 
and respond to any risks or opportunities for the Group, for stakeholders and for society. 
Stakeholder engagement model by Kytle and Ruggie (2005) argues that engaging stakeholders or 
managing stakeholder relationships help the company to know and focus on issues, problem, 
scope and opportunities. When it comes to stakeholder engagement, DONG Energy is 
continuously doing so. They seek continuous dialogue with stakeholders on important social 
issues. In 2012, they invited NGOs to participate in a round table discussionabout its various 
operations and activities relating flexible energy and sustainable biomass.To reduce the social 
risk, DONG Energy set up more coordinating approach to engage their stakeholders at national 
and international level. It can be said that the company performs both internal and external 
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identification of social risk and further reports and takes the necessary steps to counter those risk. 
Even though DONG Energy comes with CSR policy as a mitigating tools for managing the 
problem that arises on its corporate level and supply chain level, however how effectively such 
policy works to improve the conditions of working place is stillinconclusive. This is backed up 
by the number of issues that comes in the journal and various report like:DanWatch and 
EkstraBladet in May 2010 on "The curse of coal": Allegations of human rights violations and 
the issues raised on SOMO report, 2012.DanWatch issued a report on the alleged negative social 
& environmental impacts of the Cerrejon coal mine in northern Colombia, which supplies coal to 
DONG Energy. The working conditions are bad and labour rights are violated as the workers are 
subject to death threats, work related injuries and diseases. DanWatch further highlighted about 
forced resettlements of local villages, poor conditions for mine workers. Further, EkstraBladet 
published that the coalmine in Russia, where DONG imports coal from breaches labour rights, 
for instance through their salary system which creates incentives to ignore health and safety 
measures to be paid a salary that grants survival. This leads to deaths and diseases among the 
labour. In addition to this, the SOMO report criticized about not publishing code of conduct of 
DONG Energy and immediate response by DONG Energy shows that it need to focus more on 
the issues that is related to people, and planet with a more clear cut policy that need to be strictly 
followed by the company together with its supplier.  
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CHAPTER VI- CONCLUSION 
 
This chapter presents the conclusion of this research study drawn from the analysis of the study.  
It sumps up the problem area and the research problem.  
 
 
DONG Energy is a small importer of coal and therefore a small customer for the coal producers. 
But the company still considers the coal supply chain a complex and high- social risk area. 
DONG Energy realizes that the issues of sustainability, which can be achieved, with the proper 
management of social risks concern in the supply chain are best addressed in cooperation with 
others. Therefore, the company works as a founding member of ‘Bettercoal’.  
 
DONG Energy has encouraged supply chain to focus on creating clear mechanisms in which to 
engage with local communities and unions, so as to enable effective remediation if and when 
things go wrong with the code of conduct developed from Bettercoal. This includes 
 
First implementation of policy of reduce, recover, reuse, and recycle to minimize the quantity of 
waste that is safe for human health and the environment, starting to closing down coal fired 
power plants and shifted its focus to natural gas, bio-mass and wind energy, and company’s 
commitment from its official policy to cut its CO2 emission are some of the CSR measures that 
helps to manage the risk encountered from stakeholder related to environment. Further disclosing 
their ethical, social, and environmental performance to their stakeholders and enhancing the 
transparency of their activities in the fight against bribery, bribe solicitation, and extortion, are 
those CSR policies, which helps to manage the risk of business ethics and anticorruption.  
 
Second implementing human rights due diligence, providing education and training to their 
employees to make aware of health and safety risk and hazards, promoting equal opportunities 
for all people to work, commitment of not hiring children  (defined as less than 18 years of age) 
to perform work that is hazardous or harmful to their health, encouraging their employees to 
bring issues if they feel unsafe on their working environment, pay all employees at least a wage 
based on the higher of either the applicable legal minimum wage (plus associated statutory 
benefits) or the prevailing industry standard are some of the notable CSR policy come out by  the 
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company which helps to minimize the risk company encountered on remuneration , child labor, 
discrimination .  
 
Finally retaining of competent professionals to assist in the identification and protection of 
cultural heritage and rehabilitation and restore of land that has been disturbed by mining are also 
CSR policy which helps to manage the risk encountered by company in terms of cultural heritage 
and issues of subsidence from underground mining. The company does this with the engagement 
of the associated stakeholders with in the inhibited areas.  
 
To sum up DONG Energy realise that the company cannot bring sustainability in the business 
unless the expectation of the society are meet, which can be done by adoption of CSR policy. 
CSR policy provides framework and guidelines for stakeholder engagement, provides a wealth of 
information on emerging and current social issues and serves as a countermeasure for social 
managing social risks. Thus DONG Energy tries to manage the social risk by balancing those 
social risks against the business decision (code of conduct) and determines the quality of 
engagement of stakeholders and their associated issues. DONG Energy do this by identifying 
their empowered stakeholder and their key issues and determining the highest level of 
engagement and information sharing necessary to address their concern and reap the mutual 
benefits and improved accountability and better relation with stakeholders.  
 
But only understanding the issues of stakeholders and making code of conduct is not sufficient. 
The way to implement them in a ground level of the company’s supply chain is still challenging 
to DONG Energy. The issues like DONG Energy has not visited on its supplier place, has not 
done any audit for its suppliers, and the issues of some human rights violation published in media 
like DanWatch shows the importance of integration of CSR policy to the core business of DONG 
Energy.  
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RECOMMENDATION:  
 
DONG Energy need to encourage and create pressure coming with supplier guidelines kit for 
supplier to follow the general code of conduct so that that it can better manage the issues that 
comes from social expectation. Besides this DONG Energy is still lacking of audit program on 
their supplier. So the DONG Energy must come with the frequent audit program on their supplier 
to conform where the supplier follow the code of conduct or not.  
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AREAS FOR FURTHER STUDY 
 
The following possibilities for future research emerge from this study:  
1. The conclusion drawn on this study are based entirely upon the interview conducted on 
single person of the DONG Energy and the various written source related to company and 
hence may not be represent the whole idea about the company view point regarding CSR 
on managing social risks.  This interview should be carried out on a wider scale.  In future 
work we encourage the replication of this study in involving more round of interview with 
various persons of DONG Energy.  
2. The whole analysis in managing the social risks faced by companies is done on the basis 
of information provided by the company source. The analysis lack of involvement of 
stakeholder viewpoints. In future we encourage to do more round of research on the same 
area so that we can get more information how company ‘s CSR policy is fruitful in order 
to meet stakeholder‘s expectation. 
3. The Further work needs to take into account how specific CSR activities of DONG 
Energy affect firm risk in micro-level. For instance, it might be interesting to examine 
how specific concern or strength item, such as, workforce reductions, freedom of 
association, health and safety, equal rights for all people influence, employee culture, 
moral, and employee work productivity. 
4.  Also, theoretical as well as empirical studies examining the complex relation how could 
CSR affect on corporate image, corporate reputation, and shareholder value might be 
interspersing topic.  
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Appendix: 1 
Questionnaires:  
 
1. Which areas among the following does DONG Energy face the social risks?  
• C02 emission    
• Child labour/Forced labour 
• Working hours:  
• Health and safety   
• Freedom of association and collective bargaining 
• Discrimination   
• Discipline  
• Remuneration   
• Human rights 
• Environment 
• Ethics / anticorruption 
 
2. How does DONG Energy collect the information about the risks listed above? 
a. Maintaining risk register in the company. 
b. Regular Management Information (“MI”) reports 
c. And governance related documentation. 
d. Anymore.. 
 
3. From which among the following stakeholders does DONG Energy face social risk? 
a. Customers  
b. Suppliers  
c.Investors 
d. The local society where the company operates 
e. Employees 
 
4. When did DONG Energy start implementing CSR policies? 
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5.Why does DONG Energy engage in CSR? 
a. Reputation/ Brand image of the company 
b. Increase shareholder value 
c. Long term competitiveness and sustainability 
d. To motivate employees 
e. Ideological reasons- Company believing it is their duty to do something good to the 
community. 
f. Maximizing profits 
g. Legal obligations 
h. To manage risk 
 
6. What are the CSR programmes that the company is engaged in? 
 
7. How does the company communicate CSR policy to its stakeholders? 
a. CSR reports 
b. Company website 
c. Advertising 
d. Media coverage 
e. State any other  
 
8. Do you believe that DONG Energy’s CSR program as a part of the company’ social 
risk management? 
 
9. List out the other risks that DONG Energy is facing? 
a. Legal risk  
b. Exchange rate risk  
c. Political risk  
d. Ethical risk  
e. All of them  
f. None of them 
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 Any other risks not listed…………………………… 
Appendix 2:   Audio Record 
 (Interview with RasmusNikolaj, Head of Responsible Sourcing, DONG Energy) 
Appendix 3: Bettercoal Principles 
 
General Implementation Expectations  
 
Principle 1. Companies shall comply with national applicable laws and regulations, and widely 
accepted international laws and strive to meet generally accepted international standards for 
ethical, social, and environmental performance where those exceed national standards.  
Principle 2. Companies shall adopt and implement appropriate policies, systems, procedures, and 
controls, including ensuring organizational capacity and competency. Companies shall integrate 
these social and environmental elements into decision making, as well as support Continuous 
Improvement throughout the operational life cycle, and ensure companies are respecting Human 
Rights and contributing to sustainable development.  
 
Business Ethics  
Principle 3. Companies shall commit to ethical, social, and environmental performance 
disclosure and transparency.  
Principle 4. Companies shall work against Corruption in all its forms, including extortion and 
Bribery, and prohibit bribery in any direct or indirect form.  
 
Human Rights and Social Performance  
Principle 5. Companies shall respect and promote Human Rights understood at a minimum as 
those in the International Bill of Human Rights7 and international humanitarian law.  
Principle 6. Companies shall respect and recognize the rights of Workers, in particular the rights 
included in the International Labour Organization’s (ILO) Declaration on Fundamental Principles 
and Rights at Work, as they derive from the ILO’s eight fundamental conventions.8  
Principle 7. Companies shall contribute to the long-term social, cultural, environmental, 
economic, and institutional development of communities in which they operate.  
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Environment  
Principle 8. Companies shall implement practices that promote the Sustainable and efficient use 
of Natural Resources in their Operations.  
Principle 9. Companies shall commit to pollution prevention in their operations by avoidance, 
abatement, and emission controls and the Rehabilitation of polluted sites.  
Principle 10. Companies shall integrate practices that protect and support Biodiversity and 
Ecosystem Services impacted by their operations, throughout the life cycle of the mine. 
